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1L BASELOAD AND/OR SUMMER INCREMENTAL QUANTITY

[ PGLC GAS PURCHASE AND AGENCY AGREEMENT NS GAS PURCHASE AND AGENGY AGREEME!
: B : i : - : i 1C
Baseload ] Min Max Baseload  |Baseload{  SIQ Min 2
- |Baseload g - | Baseload {Ba
Oct-99 Oci-99]
Nov-99 - 1- Nov-98
Dec-99} o R | Dec-99 . -
. Jaor-00] - R 7 1 Jan-00 A -
Feb-00 R Feb-00 -
Mar-00| - o . - "Mar-00} . - A -
Apr-00| Apr-00
May : | May-00; -
Sun-00 Jun-00{
Oct-00 , Oct-00
Nov-00 ] ] : Nov-0O| @
Dec-00 ' - =) Dec-00 A
Jan01] wipRivaEN. i Jan-01 -
Feb0t1| . . Feb-01 -
Mar-01| "~ ERIRD -2 -~ Mar01 -
Apr0i| : AprO1
May01] ] ‘May-01
Jun-01 _ ~dan-01
- 01 ETETI
Aug-01 T Augai
- Sep01] ‘ Sep-01
_Od0i| - ' Oct:f1
Nov-0t] ] Nov-01
Dec-0t{ B Dec-01 _ ]
Jan-02 - - Jan-02| 8 . 1>
Feb-02] .4 - Feb-02] _ -
Mar-02] - ' . | Mar-02 T -
Apr-02 ‘ Apr-02
May-02] . . May-02
Jun02[ - ] Jon-02
Jul02| " ' , T Jul02
Aug-02| - . | Aug-02
Sep02 Sep-021
Oct-02] - - Oct-02]
Nov-02] _ ] Nov-02
Dec-02 b T ' Dec-02 -- - i _
Jan03[ ) - “Jan03 _ TS 1
_Feb-03 - | | FebO3 R K i
Mar03[ ] : Mar 03 I !
- : ' - 056’
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0 9445

VALUATION OF GAS SUPPLY TRANSACTION

__LOW CASE (MIN SUMMER PUTS)

PEOPLES GAS & NORTH SHORE GAS - .
BASELOAD DALY . NET PIPELINE VALUE TO ECT

: YOUME WOREMENTAL | | CAPACITY FOR HEDGING . . . -
; . . PLUS VOLUME VALUE lets & DAILY INCREMENTAL EXPECTED ISCOUNT -Payment Schedik Payment Schedub " TOTALVALUE
R THE MAX SUMMER | (max FT-baseload) |$.01 Uguidity Pramiuni VOLUMES qo..smm_b»p&. For Pul Option KPY @, | For Cap. Hedges NPY @ INCLUSVEOF . .
- mCREMENTAL [N r (WID AVG.) " Al . 6% DISCOUNT CASH FLOW|
. IASCAL YEAR 00 -5 3 [ [3 ‘%
. AL YEAR 03 $ s . [ £ $
Cot FISCAL VEAR 02 $ 2 s t 3 3
. ) . {FISCAL YEAR & . s, $ $ s 5
FsCaL vEarps | 3 3 s $- [
. " frovaL 444,113,110 366,617,949 © - 13,982,757 . . (1,700,000} 23,689,757 | § - (0.0533)} § 10,152,266 |'$ _w..wnw.qmu s 21,181,025
. . : Valued owed to PGL/NSG : s {13,323,393)
) PGLMNSG Value: s {0.030) .
[ TOoTALTOECT
, -Totad Profl ptus NPV (o Enton [3 110,366,364)] $ (1L254,734)] (1,253,999)| 5 {12,875,096)
Total Profit plus NPV to Enron {per nn_.. s " (ooz23)] s (0.0028)] $ {0.0028)| § _(0.029)
. giﬂ:gm
1) Dailly incr o:.@:—l._.o..!:nule .::ﬂ&ao.nﬁdo.loo:cuﬂon pipeline capacily less the baseload and sumimer incremental quanlity.
2) Assumed Enron undertakes a basis spread on the daily incremental volume (selis the field, buys Chicago)
3) Net capacity value {seo attached) Is the net cost lo defiver supply from the feld basins .osnﬁ.auooaﬂrn.korm..ﬂ.vua a:osusﬂo_u_.sgg.
A liquidity premium of $.015 was factored in due 1o the nitude of volumes thal would be hedged . .
4) Value of giving ao.:oo:a:x._uz.on!.:n;a?mo: price)during the uo.rx_ .::.Zo Quote was taken _ om the Market on 3999
5} Value to Enron was based i
6) NPV CALCULATION ASSUMED AS 5 YEAR T-NOTE RATE OF 6%. NPV ﬂbr.u:;._.-oz i.ﬂw BASED OFF THE
YALUE OF THE HEDGED DALY B‘Oﬂmlms_rr VOLUMES >z_u THE VALUE 0-.- q:m PUT OPTIO
T 309PM
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~“ " VALUATION OF GAS SUPPLY TRANSACTION
: _ - HIGH CASE (MAX SUMMER PUTS)

R ?mothemrzggngmew - - :
_ - pany “MET PWELINE VALUE T0 ECT
: + iBased on market INCREMENTAL .CAPACITY . |~ 'FOR HEDGRIG
' . VOLUME VALUEess s | DALY INCREMENTAL | SELLING A
’ - (max FT-bassloed) 01 Lguidity Premiur]  VOLUMES®
. (WTD Ava} -
RSCAL YEAR 00 ‘s s s - AS
: : YEAR 01 s s $ $
. T |RscaL vean a2 $ H 1 1
. YEAR s s s s
-+ jPScAL YEAR DL ' $ [ ””u <
: voraL - s oowsis. ] 3
Valued owed 10 PGUNSG : s {17.979.693)
PGLMNSG Value: $ {0.030)
; ) . ) — TOTALTOECT
. - Todal Profit plus NPY Lo Enron $ 106,659 % (1.254.734) § {637,541 § . - {1,785,6V6}
: Totat Profil plus NPV 1o Envon {per dthk $ . 0.0002] S . - (0.00214$ - {0.0011] $° {0.003);

. Assumplions

.Snumnan!.:u:.u. volumes are 2 giﬁiqﬁgﬂﬁnl_‘_inﬁ:«—o u‘gaig%gﬁg

2} Assumed Enron undertakes a basis spre Kgnlg%%?nau?ﬁltg s Chicago) ’

3) et cagacity value {see attached) is the net cost 10 deliver supply from the fiedd basins 8389&030:5.#!!2 S year basls quoles !ﬂu.urﬂ:o:s.v.wm. i
bfﬁ&—nﬂgﬂua_ulﬁgo‘a!g-oﬂl%l% s that would be hedged.
:<..So.a_18Sgs?&zsig‘.ggaz!ﬁ.gnsggpttﬁ oSs._.a Es::oans:e..s.gewaw. ) ’

5) Value 1o Enson was based ol

5) HPY CALCULATION ASSUMED AS § YEAR T-NOTE AATE OF 6%. NPY CALCULATION S;m ﬂbmm_uo.u—u THE -

VALUE OF THE HEDGED DALY tINCREMENTAL YOLUMES AND THE YALUE OF THE PUT OPTION

o was




' .znmm:mz:... R i . . om.t.zu CHARGES ENRON VOLUME . %
i AL YEAR Ot - R ) . $ $
YEAHA 02 . ) : . s s
. YEAR G . . ) - s P s :
.. ] b - . s

290 ®iS
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 VALUATION OF GAS SUPPLY TRANSACTION [
— LOW CASE (MIN SUMMERPUTS) . . .

PEOPLES GAS & NORTH SHORI
. WE.)D : " DALY B VALUE
ELMINATION . . NET VALUE EXPECTED DISCOUNT _ Paymend Schedule Paymend Schechsle TOTAL YALUE

VOLUME
OF SUPPLY . EI«. TO BASELDAD . For Put Option NPY @ For Cap. Hadges NPY €@ INCLUSIVE OF

DISCOUNT CASH FLOW ‘

-—m:’kg

{max FT-baselosd) |5

1 $ $ $
3 $ H H
] $ $ $
s $ $ $
AL YEAR 04 $ $ $ $
[TOTAL &&& :u._ 0 365,621,807 $ (1,700,000} $ 23,572,859 | $ " (0.0531)| § 10,152,266 1 § $ Nﬂbmh._nm
Valued owed 10 vnr_.th $ {13,322,393)
PGUNSG Value: H {0.030}
75000 . c TOTALTO ECT
] . Total Profit plus NPV to Encon $ (10,243,466} § (1L.254734)) & (1,253,995} 5 (12,758,198)
’ * Totsal Profit plus NPY to Enron (per sz $ - fjoonls (0.0028)] § - {o.002m)] $ {0.029
, taprios LosT ev 35F (.c1c6)
- Assumpticas —
: Daily _an-na..e:.u. wolumes are a tunction of the Total contracied pipefine nb_.y-n.uq less tha annn-o.x_ n:a summes incremental quantity. @ DN W\&}
2) Assumed Enron undertskes o basls spread on the dally incremental volume (sells the flold, buys Chicago). - :
u_zﬁnnnun_.t value (seo -:bn:o&_unsso.ooﬁ_n%acﬂ!«_a.s:.oi basins 1o the Chicago market !oPm*oRUuauncoSa!!dﬁrnuoag.
A liquidity premium of $.015was _un-oaoasgssogasaoﬂéégéa!%
4} Value of giving sofneone the right to swing l— rom the FOM %K:_.sn Eov!..onbrq.z.uc. D...o-utu.p-rn: - g:ﬁ:ig 999
5} Value 1o Envon was based on ity
. §) NPV CALCULATION ASSUMED AS 5 YEAR T-NOTE RATE OF 6%. NPV CALCULATION -cbm BASED OFF THE
. VALUE OF THE HEDGED DAILY INCREMENTAL <OP¢r-mw AND THE VALUE OF .q...-.. PUT OPTIO®
. 9116599 . 823 AM
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_umszo BREAK EVEN ANALYSIS

m>wmc ON THE mzxoz SALES mec_xmgmz...

Ll

et
7 — —
|TOTAL PIPELINE|] EXPECTED DISCOUNTED PIPELINE . .
CAPACITY | 8ALES VOLUME]|BASELOAD VOLUME WTD AVG, CHICAGO INDEX CHICAGO INDEX COSTTO Addltiona) Baseload
AT 100% LF BASEDONA PLUS ' | DELIVERED COST { (nymex pius basis) | <SEiGNEIERpe——". -+ CONSUMER Premium required to
PGLANSG | HORMAL YEAR |- THE MAX SUMMER OF GAS TO on August 20, 169¢ | : vs. Proposed Enran “Breakeven®
T L|" INCREMENTAL CHICAGD Contract &) ‘
FISCAL YEAR 00 [3 $ $ 3 .
FISCAL YEAR 01 $ $ $ $
FISCAL YEAR 02 $ $ s s
PISCAL YEAR 03 $ $ s 3
FISCAL YEAR 04 0 $ $ 3 3
Totl 810,731,080 599323110 | § $ $ 26672 | 3 19,179,818 " (0.0320) -
(WTD avg.)
FINAL DISCOUNTED ON CONRACT PRICE : s (0.082)
ASSUMPTIONS

1) Assumed the minimum expected sale volume ECT will guarantee at
2) WTD avg. delivered cost was calculated using 5 yt. production area

wo:;:- NYMEX plus the uuu__n»u_. plpellna variable cost.

3) § year quotes were taken from two marketers on August 18,1988, revise Quates will be taken prior to Oct 1, 1999. NYMEX price in ysars 4 and u wero escalated using af 1.3% WEFA growth factors
3) Cost to consumar was calculalad as [oflows:
{(Normel year * WTD avp. pipeline costi{indax .ltaz ..E “(Normal Seles -Euasq: :
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